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Financial Highlights 
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Year ended December 31 


o AST? 1976 
$53,845,490 $51,475,925 
 3.200;063 $ 3,573,943 
S 1.61 $ 1:78 
800,007 =~ 807/66 
959 1,069 
2,022,631 2,015,731 
687 (oh 
$13,010,204 O11,619,081 
$30,294,742 $30,652,296 
$12,670,780 $11,052,660 
$ 1,061,847 $ 1,250,000 
$16,198,270 313,002,999 
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To Our Shareholders: 

In our 1976 report to shareholders, 
we expressed concern about the 
economy of Canada, and 
cautioned that 1977 would likely 
be a year of modest growth. This 
forecast proved to be correct and 
while our sales during the year 
reached an all time high, the 
percentage increase was not as 
large as in recent years. The weak 
Canadian economy, coupled with 
adverse weather conditions during 
the peak air conditioning selling 
season, selling prices under A.|.B. 
controls and start-up costs of new 
manufacturing facilities were major 
factors contributing to lower 
earnings in 1977. However, 
earnings were still the second 
highest in the Company's history. 


Sales and Earnings 


Sales for 1977 were $53,845,490, 
an increase of 4. 6% over 1976. Net 
earnings of $3,250,883 
represents a decrease of 9% from 
1976. This is equivalent to $1.61 
per Class B and/or Class C share 
compared to $1.78 last year. 


Export sales were the strongest 
segment of our operation in 1977. 
Sizeable gains were made in the 
United States, the Middle East and 
Europe. Sales of domestic 
residential central and room air 
conditioners were the most dis- 
appointing part of results in 1977. 


Although the cost of raw materials, 
components, wages and salaries 
and other operating costs 
continued to increase in 1977, the 
increases were more modest than 


by $179 


Report of the Board of Directors 


experienced in 1976 and there 
was a greater degree of stability. 
As aresult of a lower level of activity 
in the fourth a leg 
capital requirements decreased 
considerably. Inventories at 
$1 ea 22,902 were down sii 
,262 and accounts 
receivable at $12, 604, 418 ele 
down by $669,386. Accout 


- payable were reduced by ie 


i ee 51 ee an 
1short term borrowin 


ce Tap The working. capital 
ratio ‘increased to 2.0. Cash flow 
was $4,190,721 in 1977, 69.7% 
of which was reinvested in the 
business. Capital expenditures for 
fixed a and tooling were 
$1,067,882 


Sharholder on ech) ornetworth of 
your pany in ; 
poe eT Ane 4%) over 1976 
after paying dividends of 
$860,097 (the maximum allowed 
under A.I.B. regulations). The book 
value per share increased to $8.01 
from $6.85. $260,919 of the long 
term debt was retired. 
Brantford Division 
Weakness in the Canadian 
economy resulted in reduced 
capital outlays by the business 
sector. AS a consequence, ship- 
ments of commercial refrigeration 
and air SN] products 
showed only minor growth in 1977 


over 1976. Shipments of room air - 


conditioners to our Canadian 
customers in the first six months of 
1977 were close to our forecast. 


F. Stewart Brown, President 


at he 


Report ofthe Board of L Directors 


However, total industry sales of 
room air conditioners and 
residential central systems in 


Canada for the full year 1977 were _ 


lower by over 35% compared to 
1976. KeepRite’s sales of these 
items followed the industry trend 
closely. This caused a sizeable 
industry carryover of inventory 
which combined with the uncertain 
outlook for the Canadian economy 
has resulted in a lower level of 
purchases by our customers for the 
1978 season. This was reflected 
by lower shipments in the fourth 
quarter of 1977, and will also affect 
our shipments in the first and 
second quarters of 1978. 


A hot summer in 1978 anda 
reasonable improvement in 
Canada’s economic condition, 
could reduce inventories and 
quickly create a resumption of the 
sales growth trend in these 
products, for which there Is still a 
sizeable unsaturated market In 
Canada. Such developments 
would, of course, favourably affect 
Our operating results for the latter 
part of 1978. In the meantime, we 
continue development and tooling 
programs on our products aimed at 
broadening the range of sizes, 
improving energy efficiency and 
reducing costs, with the confidence 
that these activities will pay off well 
when the market forces in Canada 
return to normal. They will also help 
to strengthen our competitive 
position in world export markets. 


Fortunately, the total impact of the 
Canadian recession was partially 
offset by solid gains in most of our 
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export markets. 


In January 1977, production of 
room air conditioners on a third 
assembly line commenced in a 
new 70,000 square foot factory 
addition. This modern, highly 
efficient factory had the usual start- 
up costs common to the creation of 
such facilities, but we are confident 
that it will contribute significantlyto 
productive capacity and earnings 


| in the future. 


- Every effort is being made by our 
management, sales and technical — 


people to develop new markets 
and new products to minimize the 
impact on our Company of the 
continuing weakness in the 
Canadian economy. 


The residential heat pump is the 
fastest growing product in the air 
conditioning industry in North 
America. The KeepRite residential 
heat pump which has been under 
development and exhaustive field 
testing for the past two years, was 
introduced to the Canadian market 
in January 1978. This is the only 
heat pump currently offered in 
Canada that is designed specifically 
for the rigours of the Canadian 
climate. Such climatic conditions 
prevail in northern and central 
U.S.A. where we think our product 
will be ideally suited to the market. 
Initial installations have proven that 
we have a highly efficient unit with 
unique features and we expect 
good market acceptance. 


Unifin Division 
The demand for Unifin industrial 
heat transfer products was strong 


eel) 
in 1977 and the ye: 
substantial backlog 
Started in January and 
28 days reduced p 

potential by over 10 
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The main thrust of Unifi 


This new ‘Dicey sone 
Lisbon, Ohio, U.S.A. \ 
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Cardinal is operated as a L 
of the Company. 
Sales of pumps, which are. 
dependent largely on the neec 
the major electrical equ 
manufacturers, were | 
than anticipated, nev 
Cardinal had a profit 
with our expectations. \ 
this Division to continue 
modest contributior 


profits in 1978. 


General Comment 
We are in the process of 
reassessing your Company’s 
strategy which has been to build a 
strong manufacturing base in 
Canada and Be ete ou 
products and our engineering 
technology in all Beara ore! 
We believe this has been a 
successful strategy, but conditions 
in Canada for secondary 
manufacturing may force us to 
establish poe corre ecives! in 
more favourable locations. In this 
respect, we are assessing foreign 
possibilities. 
We expect that 1978 will be a 
challenging and difficult year for 
KeepRite. Our projections indicate 
that it will take our total efforts and 
capabilities to meet this pau 
We have taken, and are taking, all 
steps necessary to minimize 
unnecessary expenditures and 
maximize all opportunities. We 
at icipate continued growth of 

es in the United States and 
Beas markets and hope th: 
more favourable conditions may 
create similar growth in Canada. 
The final result will Sona on how 
well the Canadian ecor 
recovers in 1978, and also ae 
well we are favoured with warm 
summer temperatures. 


Acknowledgments 

The results that were achieved in 
1977 are a tribute to the dedicated 
efforts of the “KeepRite Team”. To 
them we express our sincere 
thanks and appreciation. 


In 1977, Aa an eet ea 
of ou most senior and and valt 


John J. Black, 1916-1977 
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Cees TMT E. ase cae 
was appointed pee ates 
and a Director to replace the late 
Mr. Black. 


March 10, 1978. 


KeepRite 1977 Profiles 


Our Unifin Division specializes in heat transfer and heat recovery equipment. 
Selection of equipment and systems for unique applications is part of Unifin’s 
Engineering Department responsibilities. 


Heavy equipment, designed and built by the Unifin Division, is exported to 
places such as the U.S.A., Algeria, Pakistan, United Kingdom and Sweden. 
Here’s two Unifin technicians who travel world wide to assist in the sale, 
installation and servicing of Unifin equipment, discussing an export opportunity. 


Environmental concerns and 
diminishing energy resources make 
low noise levels and highly efficient 
products, two very important 
objectives for the air conditioning and 
refrigeration industry. KeepRite’s 
exacting specifications require 
sophisticated computers to chart out 
the low noise levels designed and 
built into our equipment. Above, a 
KeepRite engineer checks a 
computer print out of a noise level 
profile. 


Time and patience is the key to 
efficient quality control. KeepRite’s 
heavy equipment is thoroughly tested 
under conditions far more extreme 
than normally encountered in the field. 
Above, rooftop air conditioning units 
are checked by Quality Control 
inspectors before shipment. 


Ensuring rapid and safe shipment of 
KeepRite products is the job of our 
export traffic co-ordinator. Every 
shipment and its documents are 


followed from the factory to receipt by 


the customer. Containers, trucks, 


boats and planes help deliver 
KeepRite products to points as near 
as Syracuse, New York — and as far 
as Australia. 


A proud KeepRite team is seen with the 1-1/2 millionth room air conditioner 
manufactured in KeepRite’s Brantford plant, a significant milestone in the 
company’s history. 

KeepRite has built window room air conditioners since 1957. Due to our sales 


policy on this continent, the KeepRite name appears on units sold in offshore 
markets only. 


Consolidated Balance Sheet, as at December 31, 1977 


(with comparative figures for 1976) 


Assets 


CURRENT ASSETS: 


Cash on hance and in bank .........2. .....%%9)).. 3... 
Accounts receivable after allowance for doubtful accountS.................. 
Inventories valued at lower of cost and net realizable value.........:........ 
income taxes recovelable: 22525022... 
Prepaid. expenses 5 eet ee ee ee noe 


Fotal GurentASsels.. eee eet a 


FIXED ASSETS: 


arid, bullGings and equinment =i COS! <2. 2. 5 a 
Less: Accumulated Gepreciation. .. <a see 8 8 


OTHER: 


Advances to trustee under employee share purchase plan (Note 3b) ......... 
Unamortized excess of cost of shares over value of net assets acquired (Note 1) 


signed on behalf of the Board: 


1977 


5 Soon 
12,694,418 
12,422,902 

25,078 
260,065 


25,142,820 


8,763,164 
4,085,499 


4,677,665 


353,245 
12012 


474,257 


$30,294,742 


1976 — 


$ 384,061 
— 13,363,804 ~ 
12,302,164 


127,444 


96177470. | 


7,682,681 
3,492,793 


4,189,888 


284,935 


284,935 


530,692,296 
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1977 


8,003,371 
SACOM Do 


482650 
16,124,813 


266,714 
12,472,040 


562,935 
1,061,847 


oye 
1260000 


206,719 =»: 164,876 


172,481 146,014 — 


heed i 379/200 310,890 
: Os = mee 15,819,070 eae aa 
nee Soe 16,198,270 13,802,999 


Lee be §6$30,204,742 feaoena zee 


Consolidated Statement of income and Retained dEamings = 


for the year ended December 31,1 977 


Income 
1977 1976 
sc lrtrsrs—<—tirsrsOr—srr—S—~——C<i‘(COé™OsOOOOCOCSsCSsSsSsSsSsSS $53,845,490 $91,475,925 
Cost of sales, selling, administrative and other expenses, 
exclusive Of the liems listed below... «sss ti i(‘(‘i‘(RN. 47,474,887 Aa A0G O27 | 
Desteciegceeceence = = = 739,643 623,510 
Micesep eee ce  mrmrmrmrrrrt—s—COCisSS INSOMOTE 1 188,683 
48,37 F007 49,200, (20 
Nel income for ine year belore taxes On income .........-s«.=«—si«dcsc'“s dst‘ ‘tt SAChROSS 6,194,802 
Jaxesonincone «= s—«.—:.—<—“<“‘(‘i<i‘i‘iééywCVWCO;t;t#tOt”t;tCOw#t;O#;*twti‘(‘(#yR......itCiC (COC EPA AO) 2,620,859 
NET INCONMEPCR IE YEAR. ......_=.:ds«<ti(<“‘awsésétCé#;ws;ttéi(‘“(‘#YRCOCOCO*OCOCO*OCOCOCC‘CO‘RSCC > 3i250:88S $ 3,573,943 
Basic Camings Der Snare — Class Band/or Class C...:«i<‘é‘“(#R$RSCN#CNCRCCC*;” $1.61 $1.78 
*Based on the weighted average of shares outstanding during the year ; 
Retained Earnings 
1977 1976 
Balance begining cl yea. oe ee $13,492,109 $10,787,677 
AGG: NelincoMeioringyea, ttt tt ( 3,250,883 3,573,943 - 
16,742,992 14,361,620 
Deduct: 
— Income tax paid on portion of 1971 undistributed income on 
nand to create lax-paid surplus C1 $361 6/75... ....... 66625 61/25 
— Dividends declared | | 
e on Class C shares (from tax-paid surplus) : 
(1\97/ — 36.90 persnare. 19/6 36:/0).......... 361,942 349,630 
e on Class B shares 2 
(9/7 — 45.00 0e stare 19/6--43 20)... ss 4981.55 45/04; 
BC Cees rrrrs—<—sCi we = — 
ToelDividends. 860,097 807,786 
Belance=—ehncdolyear. tC i ti“(‘“‘ ‘“‘(“C(CSC(C(;SC# *G15,0 10070 


$13,492,109 


*1977 balance includes $106 tax-paid surplus (1976 — $373) 


1977 


1976 


-$ 3,250,883 be Beyeeta 
739,643 623,513 
88,101 


4,078,627 
68,310 


PrN iat eee 


43,784 
4,190,721 


4,386,250 


+ 


on portion of 1971 undistributed income onhand...........00 63,825 61,725 
ee : oe .. = «860,097 | Bor zee 
a). 1,067,882 | a tere 4G 
Sees 234,854 

es 68,310 28,770 


ee 277,633 7 250 doe 


2572,601. 2.824 742 


oe 4618120 [4567508 
ee 11,052,660 | 9,491,152 


ee $12670.780 feeer0s2 ocoeee 


Notes to Consolidated Financial Statements 
and the Auditor’ s Report 


Note 1: Accounting Policies 


(a) 


2 


The consolidated financial state- 
ments include the accounts of 
KeepRite Products Limited and 
its wholly-owned subsidiary, The 
Cardinal Development 
Corporation. 


This subsidiary was acquired on 
January 31,1977, andthe results 
of its operations are included in 
the consolidated statement of 
income from that date. 


The excess of cost of snares over 
value of net assets at the time of 
acquisition was $151,265, which 
is being amortized over afive year 
period. The amount charged to 
income in 1977 is $30,253. 


Inventories are valued at the lower 
of cost and net realizable value 
with cost being determined 
Substantially on a first in, first out 
basis. 


Fixed assets are stated at 
acquisition costs less federal 
investment incentive tax credit. 
Depreciation is provided on a 
declining balance basis, 
generally using rates of 5% for 
buildings and 20% for machinery 
and other equipment. Expenditure 
for dies, moulds and other 
toolage is depreciated 100% in 
the year of acquisition and the 
value Is not included in asset 
values. 


All research and development 
costs, including costs of 
developing new products, 
changing existing products and 
pre-production costs, are 
expensed when incurred. 


Deferred income taxes represent 
the accumulated amounts of tax 
deferred in current and prior years 


through claiming for tax purposes 
capital cost allowance in excess 
of depreciation recorded in the 
accounts. 


Translation of foreign currencies 
-- foreign Currencies Nave Deen 
translated into Canadian dollars 
as follows: current assets and 
current liabilities at rates in effect 
at the end of the year; other. 
balance sheet accounts and > 
depreciation expense at 
exchange rates in effect at 
respective transaction dates: and, 
income and other costs at 
average rates during the year. 


Note 2: Long Term Debt 


(a) 


The company entered into an 
agreement dated July 18, 1972 
with a Canadian bank for a long 
term loan in the amount of 
$2,500,000 bearing interest at 
the bank’s minimum commercial 
lending rate, plus 1-1/4% per 
annum, amended to 1% in 1974 
(December 31, 1977 — 9-1/4% 
and December 31, 19/76 — 
10-3/4%). This loan is secured by 
a first mortgage on the fixed 
assets and a first floating charge 
on all other property and assets of 
the company and is repayable in 
equal annual instalments of 
$250,000 on September 30 in 
each year until September 30, 
1979, on which date the balance 
outstanding is payable in full. The 
principal balance due after one 
year amounts to $1,000,000 at 
December 31, 1977. 


On March 21, 1977 the subsidiary 
entered into a loan agreement 
with a U.S. bank. The principal 
amount of the loan was $87,898 
S. ($89,480 Canadian) with 
payment terms of $1,800 U.S. 


Class B 
Class C 
Common Nil Nil 


Class B 
Class C 
Common Nil Nil 


per month including interest to _ 
March 21, 1982. The loan is 
secured by achattel mortgage on 


equipment and the guarantee of 


the parent corporation. The 
orincipal balance due after one 
year amounts to $61,897 US. - 
($61 847 Canadian) at December | 
31,1977 


Note 3: Capital 
(a) The Class B shares and Class C 


shares are fully inter-convertible 


at the option of the holder at any = 


time. The shares outstanding at 
the respective year ends are 
summarized in the table below: 


As at 
December 31,1977 — 
Shares 


1,102,625 
920,006 


$206,/19 
172,481 


2,022,023) $3/9200 


ASa 
December 31, 1976 
Shares Amount 


1,069,013 


946,718 146,014 


(2,015,731 $310,800 


(b) In1975 the company established : 


a share purchase plan for senior — 
employees of the company as - 
authorized by the shareholders’ - 


approval of special by-law No.6 ; : 


at the Annual and General 


Meeting on May 22, 1975. Under 


the plan, the company may 


advance up to $500, 000toatrust 


created for such employees to. 


Amount ~ 


$1646/6 | 


lass Be or Class 
reasury of the =) 


ae -Up nts or tne 
me ah euler as a1 


ot Unfunded Pension 

a Benefits : a 

The most recent independent 
actuarial reports indicate that the © 
single-sum liability for unfunded past 
service pension benefits not provided 


for in the accounts at December 31, 


1977 is approximately $55,718 and 


will be funded by Boe ipel te 1991. 


"Note 6: Anti- -Inflation 


Legislation - 
The company is subject tothe See 


- Anti-Inflation legislation which 


imposed restrictions on prices, 


profits, compensation and dividends. 
-Managementis of the opinion that the 


company has complied with all 


_ phases of the requirements and 


regulations of the legislation since 
Octopes | Ages oe 


Auditor’s Report 


To the Shareholders 
KeepRite Products Limited 


We have examined the consolidated 
balance sheet of KeepRite Products 
Limited as at December 31,1977 and 
the consolidated statements of 
income, retained earnings and 
changes in financial position for the 
year then ended. Our examination 
was made in accordance with 
generally accepted auditing standards 
and accordingly included such tests 
and other procedures as we 
considered necessary inthe . 
circumstances. 


In our opinion, these Sea 
financial statements present fairly the 
financial position of the company as at» 
December 31, 1977 andthe results of 
its operations and the changes in its” 
financial position for the year then _ 
ended in accordance with generally 
accepted accounting principles 


applied on abasis consistent with that 


of the preceding yak 


Brantford, Ontario 


March 1, 1978 


Wellasd ee ‘ae 


Millard, Rouse and Rosebrugh 
Chartered Accountants 


Five Year Comparisons 


NET SALES (in thousands of dollars) 


NET INCOME AFTER TAXES (in thousands of dollars) 


19/3 326 


SHAREHOLDERS’ EQUITY (in thousands of dollars) 


1977 ara). 


1975 1974 1973 1972 1971 1970 1969 


*3251 3574 1120 837 -* 786 


3,334 


443 
3,536 


$ .400 


flect the three for Gre 
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FOR THE SIX MONTHS ENDED 
JUNE 30th 
1977 


KEEPRITE PRODUCTS LIMITED 


KEEPRITE PRODUCTS LIMITED 


TO OUR SHAREHOLDERS: 


In the first six months of 1977, net sales 
increased 13.4% over the corresponding period in 
1976. Net income for the period was $1,533,124. 
This represents basic earnings per share of 76.1c 
compared to 73.0c last year. 


The results of Cardinal Development 
Corporation, a wholly-owned subsidiary in Ohio, 
U.S.A. are consolidated with our other divisions for 
the first time, but these results as yet do not have a 
significant effect on the comparison. 


Continued inflation in costs of materials, wages, 
salaries, benefits, and services, combined with 
pricing limitations of the A.I.B. program is taxing 
our ability to maintain profit margins. 


We view with concern the softness in consumer 
demand for durable goods in Canada which will, 
undoubtedly, have some unfavourable effect on our 
1978 program for room air conditioners and 
residential central air conditioners. Demand for 
commercial and industrial refrigeration products has 
remained fairly stable and offshore air conditioning 
sales are moving well despite increasing price 
competition. 


Our Unifin Division is being affected by the 
postponement of several power generation projects 
resulting from environmental considerations, but 
we expect time and necessity will largely rectify this. 


Although the outlook for the balance of 1977 is 
shaded by these conditions, every effort is being 
made to minimize the effect as we continue to 
pursue plans designed to maintain growth and 
progress throughout the Company. 


At a meeting of the Board of Directors on 
August 17, 1977, the third quarter dividend of 10 
cents per share on the Class B shares and 8.5 cents 
(tax deferred) on the Class C shares was declared. 
Both dividends are to be paid on September 30, 
1977 to shareholders of record on September 16, 
1977. 


J. GORDON McMILLEN, 
Chairman, Chief Executive Officer. 


F. STEWART BROWN, 
President, Chief Operating Officer. 
August 17, 1977. 


(unaudited — subject to year-end adjustment) 


Cost of sales, selling, administrative and othe 
expenses exclusive of items listed below ... 


DEDreCiation 2) Mette eet wtl 


Interest onlongtermdebt............... 


Net income for period before taxes on income 
Taxes ONANCOMOR eer eek 
NET INCOMEFORIPERIOD? te yd... 


Period basic earnings per share — Net — Class B o 


SOURCE OF FUNDS: 


Net income from operations........... 
Depreciation charged to operations .... 
Total funds provided from operations. . . 
Increase in deferred income tax........ 


Payment from trustee re share purchase plan....... 


Proceeds of chattel mortgage at Cardinal 


USE OF FUNDS: 


Excess of purchase price over assets in subsidi 


Fixed assets purchased.............. 
DIMIGEGNGS: DdIG 2.5 shade eer ae 
Taxes paid on undistributed income. . 


Increase [decrease] in working capital 


N.B: Statements include consolidation of subsidiary Ca! 


Six months ended June 30 


1977 
$32,778,913. 


29,423,076. 


$30,112,230. 
2,666,683. 
1,133,559. 

$ 1,533,124. 
761c_ 


25,816,326. 
436,232. 


$26,348,976. 


2 565,087. 
1,096,568. 
$ 1,468,519. 


73.0c 


Six months ended June 30 


1977 


$ 1,533,124. 


616,445. 


2,149,569. 


12,150. 


110,568. 


$ 2.272.287. 


$ 145,603. 
622,305. 
374,958. 

28,125. 
1,101,296. 


Bugera. 


$ 1,468,519. 
436,232. 
1,904,751. 
16,350. 
10,416. 


$ 1,931,517. 


138,040. 
373,630. 
28,800. 
1,391,047. 


SUL 931517, 


nal Development Corporation for five months in 1977. 


